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On behalf of the Home Satellite Dish consumers, the Consumer
Satellite Coalition (CSC) respectifully requests that these
additional comments be considered along with it's commen

and reply comments in this NOI FCC Docket No. 92-234.

The CSC files these additional comments on an important de-
velopment which took place shortly after the deadline in
this proceeding vet which is quite relevant to the issues
raised here in the NOI.

Attached is an original and nine copies of the CSC addition-
al comments to be distributed so that each commissioner may
have a personal copy.

spectifully;

‘b

SuzZAnne Baechler
CSC Founder and
Legislative Director

ENCL: Additional Comments
Original plus nine
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MAR 10 1993
BEFORE THE FEDERALOWWMWN
OFFICE OF THE SECRETARY
Federal Communications Commission
washingten, D.C. 2
o 7
In the Matter of )
) FCC Docket No. 92-234
Inquiry into Encryption Technology )
for Satellite Cable Programming )

ADDITIONAL COMMENTS

The Consumer Satellite Coalition (CSC) files these additional comments on an important
development which took place shortly after the deadline in this proceeding, yet which is quite
relevant to the issues raised here. For this reason, CSC respectfully requests that this submission
be considered along with its comments and reply comments in this docket.

The recent withdrawal of Titan Satellite Systems, which is the last potential Home
Satellite Dish (HSD) decoder competitor to General Instruments Corporation (GIC), has truly
brought the TVRO consumer marketplace to its knees.

As Titan explains in the attached letter, the refusal of major programmers to sign
contracts with Titan has made it necessary to cancel its initial production run. "In good faith we
cannot sell a product to customers, even though that product is less expensive and more secure, if
the product cannot be authorized for a competitive package of subscription services," Titan
explains in the enclosed letter dated February 18, 1993,

What has happened to Titan is consistent with the information that has been supg\llied by
the CSC to the Commission in its comments in this proceeding and in its 1991 PETITION for
INQUIRY. All potential HSD encryption competitors have been unable to compete with GIC
See Titan letter and Satellite Business article attached herein and DecTec Re ﬁ; to NOI in PP

ocket No. 920234.) Titan has now joined the ranks of the defeated, which include Qak
Communications, Uniden, Leitsch and DecTec International. Not only has GIC refused to share
the decoder authorization center but there is collusion among GIC and the major cable
programmers, including HBO and SHOWTIME.

This development merits the closest scrutiny. Collusive efforts to block competition in the
HSD decoder market place reflect the need for Congress and the FCC to protect the public
interest bg' enforcing the antitrust laws, adopting a standard decoder interface and designing new
policies that effectively mandate competition.

Respectfully submitted,

'/ K -
“ e -

e Baechler, founder and Legislative Director
Consumer Satellite Coalition

Route 4 Box 169

Macon, Missouri 63552

March, 1993
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SATELLITE SYSTEMS FEDERAL COMMUNICATIONS COMMISSION
OFFICE OF THE SECRETARY

February 18, 1993

Dear, o

Since its formation just eight months ago, Titan Satellite Systems Corporation has achieved a
number of unprecedented breakthroughs to benefit the long-term growth of the home satellite
television {ndustry. These breakthroughs were achieved in our effort to bring choice in the last
uncompetitive, monopolistic area of the market - the descmmblcr segment. Those achievements
include, among others, the following:

(1) The Linkabit Smart Card System (LSCS™) development is essentially complete, and
we are prepared to begin volume production of consumer descrambler modules within
just a few weeks. The LSCS™ dexsign includes the implementation of a proven, highty
secure smart card to provide timely, inexpensive socurity enhancements,

(2) the Titan Authotization Center (TAC) is operational;

(3) the Message Processing System (MPS) hardware for installation at the programmers'
uplink sites is in production;

(4) we have received the first shipment of pre-production level consumer descrambler
modules;

(5) we have been ficld testing the system for several weeks and have received confirmation
from a varioty of programmers 1o expand this ficld testing program to include at least
eighteen additional program feeds;

(6) we have also begun the business system interfacing botween the industry back off ﬁces
and the TAC, and

(7) we have the nationwide telaphone network in place to support this interface;

(8) the VSAT satellite link for transmxssion of the TAC authorization channel is
operational;

(9) the VSAT equipment necessary to rccc:ve this trunsmission at each uplink facility is in
stock;

(10) we are nearing the complation of our ‘customer support snd product repair systcm,
including the servicing and tracking of in and out of warranty modules and smart card
replacements and upgrades;

(11) most of the industry's major IRD manufacturers and distributors have signed
agreements with Titan Satellite Sysiems Corporation, including contingent purchase
orders for 100,000 consumer descrambler modules;

TITAN SATELLITE SYSTEMS QORPORATION
30343 Sciance Park Raad « San Diego, California 82121
TEL. (618) 552-87497 « FAX (G19) 5979085



(12) we have begun discussions with suppliers of digital video compression technology so as
to position ourselves for the advent of digital television, including high-powered DBS;
and

(13) Titan Satellite Systems Corporation demonstrated our working system during the
January SBCA industry trade show in San Dicgo.

In short, we arc ready 10 enter the market during the next fow weeks.,

Our joint venture partners formed this corporation with a clear vision of what business issues
faced the enterprisc. We have known from the outset that we must prove the feasibility of our
system and its compatibility within the Videocipher technology umbrella, the security of the
technology we proposed to introduce and our commitment to support the end of a monopoly in
the descrambler urena,

At considerable financial risk, we proceeded based on the clear statement from the industry --
whether manufacturers, distributors, dealers, programmers, program distributors or others = that
competition was unanimously sought in the descrambler market. This view was expressed most
strongly in the programming community that had suffered the most significant financial loss as
piracy of the VCII system continued unabated for six years. ‘

The joint venture partners and the industry have known since our formation that aficr "¢learing"
the technical issues we would face only one Issue -- the signing of contracts with today's
cable/satellite programmers. To facilitate such agrecments, we proposed contracts that included
legal indemnification #s well as lucrative economic packages, As mentioned ewrlier, we have
been field testing the system in preparation to proceeding to full volume production, needing
only a final signel from the programming community that they supported our effort to Introduce
descrumbler competition.

Unfortunately, we have yet to receive that signal from the programmers -- most particularly from
either one of the two major preminm movie services that arc critical to the establishment of .a
viable, competitive programming package to offer to satellite television consumers. In short,
both HBO and Showtime, the two major programmers who have professed since late 1986 that
an alternative to the General Instrument descrambler monopoly was absolutely nccessary,
whether intended or not, have, by their actions, chosen to participate at this time in perpetuating
the current descrambler monopoly that has for nearly seven years hindered industry growth,

As a result of this development, Titan Satellite Systems Corporation has been for¢ed 10 reassess
i1s business plan and to cancel our initial production run. In good faith we cannot seil a product
to customers, even though that product is lcss expensive and more secure, if the product cannot
be authorized for a competitive package of subscription services, We remain a viable entity with
key technical and business personnel still supporting the project as we ¢xplore other business and
market opportunities for our technology, However, without a critical mass of programming, the
result of inherent and erected barriers to entry to our Videocipher compatible system, we deeply
regret that at this time we do not see a viable future for us in today's C-band consumer market.
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1, personally, Chuck Newby, Michacl Mclizer and the rest of entite staff of the Titan Satellite
Systems Corporation would like to thank all of you who provided Titan Satellite Systems

Corporation with such exceptional support. We will keep you informed over the next few weeks
regarding our future direction,

Sincerely,

Y/u,( 0 £Tolf

Tom A, Ortolf
President |
Titan Satellite Systems Corporation
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Titan Halts Decoder Assault

By Mary Hillebrand

Left hanging by the two
fargest satelllte TV program-
mers, THan Satellite Systems
Inc. has dropped Its challenge
to the industry’s dominant
encryption system.

The San Diego jolnt venture
shut down
Feb. 12, after |
talks failed
with Show- §
time Satellite
Networks Inc. §
about autho-
rizing Titan's
Linkabit SCS &

“We seally needed the sup-
port of the programming
comimunity. We really needed
the cooperation of at least one
of the two premium program-
mers. But it's clear that, at this
time, we're not going to be
able to get any kind of con-

forces in fune with Ortolf and’
Charlie Ergen’s Houston
Satellite Systems Corp. to
develop the Linkabit SCS
module (See Satelfite Business
News, luly 1, 1992, p. 1}
Ergen. who also owns Echo-
sphere Corp., did not respond
to .epeated
inquiries.
Titan Corp.,
which holds
i many of the
B key patents
Bl at the core of
i the Video-

Clpher

renewable ﬁmsﬂmkfnﬂw Titan Cerp.’s Gene Ray, and B5TS owner Charlie Ergen. encryption

securlty module, according to
Titan Satellite President Tom
Ontolf. Titan launched the ven-
ture with the support of peo-
ple from all segments of the
Industry fed up with the
VideoCipher Division of
Forstmann Little & Co.’s Gen-
eral Instrument Comp. {Gl).

tractual agreement con-
duded,” Ortoif said.

Ortolf emphasized that the
Titan Satellite joint venture is
still intact and the company
has not completely given up
hope.

Titan Corp., a San Diego
defense contractor, joined

systems, made its move
shortly after its five-year no-
compete agreement with Gl
expired.

Titan shut down production,

which started in limited quan- |,

tity in early Febnuary, andlaid
of most of its staffof 12 to 15
CONTINYED ON PAGE 22

Titan

CONSINUED FROM PAGE 1

people to cut expenses while
it refocuses lts efforts, The list
Includes Vice President of
Marketing Michael Meltzer,

Schultz, and Dave Woods, the
engincer who developed the
company's DBS Center. Some
of the company’s engineers
went back to work for Titan
Corp.

“We're really reassesslng
where we are. There are other

the potential to hopefuily
change Showtime's position,”
Ortolf sald, adding the hold
on production was primarily a
financial decislon to protect
hefty Investments by the ven-

ture's partners.
Key Support Declined

Showtime decided techni-
cat and securlty issues con-
ceming Titan's authorization
plan would leave its transmis-
slons too vuinerable, Ortolf
sald. Titan planned to piggy-
back lts authorization signal
on the VC Il commerclal data
authorlzation stream program-

mers were using.

Marketing Director Scott .

opportunities, and there is still |

According to Showtlme
Satellite Executive Vice Presl-
dent Susan Denison, "We did
iet them know that, because
of the interdependency with
the Gl technology, we were
not golng to move ahead at
this time.”

Showtime, as well as sev-
etal other progranmuners, wor-
red that if Gl ever shut down
the horizontal blanking inter-
val, which the VC Il system

system would also use, all of
Titan's decoders would lose
their authorizations. Execu-

that Gl will shut down the last
VC Il data stream, which
serves commerdal customers,
makes authorizing the Titan
module a gamble few pro-
grammers are willing to take.

Gl has sald it does not plan
to shut off the commercial
stream but oniy plans to con-
vert enough commercial cus-
tomers to YC RS to take away
the incentive for pirates,

that changes GI makes In its
data stream could affect Titan
decoders, he said the pro-
grammers could control that
possibility by overseeing both
encryption suppllers.

“In a nomal kind of com-

fives also said the possibiity |

Although Ortolf confimed |

uses and which the Linkabit
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petitive marketplace, you
| would manage your vendor

and make sure any potential

_changes that could affect you
~ are propetly communicated to
you before they are made,”
QOrtolf sald. Showtime's desire
' to have a more ‘hands-off

retationship with encryption

suppliers ruled out that pre-
| cautionary measure, he
added.

Questions have also been
raised about the secuity of a
system that uses the same
- technology that is at the heart

.of G's compromised VC il sys-
tem. Though Denison would
not comment on the Linkabit’s
security. sowces sald several
other programmers have
reviewed the system and
found it satisfactory. :

Two progranumneis—Iumer
Broadcasting Systern Inc. and
Satellitc Sports Networks |
—agreed in-january to begin
field testing the Linkabit mod-
ule. Tuner's CNN Headline
News wliil continue despite
Ttan's shut-down, Ortolf said,
but testing by superstation
WTBS-Atlanta and Satellite
Sports is on hold.

Though Titan and Showilme
have ended talks. Denison
sald her company remalns
open to new developments.
“We're disappointed. We're
always interested In seeing
competition in the market-
place and ensurlng the best
pioduct for the best price for

Counting HBO Out

HBC Satellite Services Inc.,
Titan's ather hope on the pro-
gramming front, initially said
“no” to Titan's offer last sum-
mer, though many considered
that quick response more of a
strategic move than a defini-
tive answer. The programmer
outlined lts position, which
most executives said 1s ctearly
on Gl's side, In comments
submitted to the Fedesal Com-
munications Commission for
its inquiry into competition In
the decoder market.

“The record amply demon-
strates that competition exists
and wilf continue to increase
in the marketplace,” HBO
wiote. The programmer main-

talted that coming technolo-

gies such as DBS and digital
compression will add to the
already sufficient competition

in the supply of decoder mod-

ules to the home dish market.

Ortolf sald Titan's talks with
HBO were brief, “HBQ's pos}-
tion was basically, ‘We're very

|

busy going on to other things
in the digitat world, and we

don't want to spend any time

looking Into this altemative,”™
he said, Ortolf added that a
contract with Showtime might
have helped Titan’s position
with HBO in later talks.
Though security questions
took priority for most pro-
gramimers, some key legal
issues also loomed as a deter-
rent to using the new module.
In what many viewed as an
attempt to keep programmeis

in its camp, G wamed last fall

that, by authorizing Titan
modules through existing sig-
nals. they could violate thelr
contracts with Gl as well as
thelr equipment and software
warranties.

Titan suggested In its com-

ments to the FCC that royalties
HBO and Showtime eam for
using GI's encryption system

| act as Incentlves to stick with
one system. Ortolf added

there was “no question” that :

| Gl had pressured the pro-
grammers into declining the
Linkabit offer.
But Denison sald Showtime
; did not make its decision
' under from Gl. “This
was a totally independent
decision based on our techni-

1

' ast Puzze Plece

Titan had ali the
other blocks in place to areate
a doorway to module compe-
tition, but without the key-
stone—the coveted program-
mer agreements—the arch
would not stand.

The company displayed a
prototype of its module in Bal-
timore last summer decoding
a fixed-key VC [l signal, and it
announced manufacturng
contracts for the modules and
smart cards last fall. Titan said
as late as January that i hoped
to reach full-scale production
by March and roll cut volume
shipments by the end of the
first quarter.

The company also bullt Its
own DBS authorization center
in San Diego, which it
planned to operate for about
half the estimated $4 million
per year Gl now charges pro-
grammers.

With Titan at least tem-
porarily cut of the way, Gl
continues its control over
module supply to the 3.3 mil-
Tion dish owners buying pro-
gramming. According to
Titan’s FCC comments, the
price of vC Il modules
climbed from $180 In 1987 to

|

|

its current price of $336.
When asked to respond to
Titan’s action and 1o comment
on the possibllity Gl could Rur-
ther raise the price of its mod-
ules, Gl Vice President of Mar-
keting and Communications
Esther Rodriguez declined
comment.

Titan's delay also leaves the
door open a liftle wider for
other companies that may be
considering their own module
ventures. Titan has always
been open to inquires from
other companies about licens-
ing the encryption patents it
owns, Ortolf said. N

A licensing agreement, he
explained, “wouldn't be a
dependent factor on this

developmelﬁ.Wewouldcon-

cal experts,” she explained. 1

sider those kinds of discus-

| slons anyway because of our

| desite to move forward with a
| compression product, at least
the securlty and encryption

! component of a compression
system.” _
Though Titan no longer
poses an immediate competi-
tive threat to Gl, the FCC plans
to continue Its Inquiry. FCC
Office of Plans and Policy
Economist Jonathan Levy said
the news would not affect the
inquiry's timetable. He plans to
submnit a written report of the
results to Congress this spring-
Meanwhile, Titan will
explore a few more opportu-
nities to persuade prograny-
mers to try its new system,
CONTINULD ON PAGE 23




Few Surprised by Titan's Near Demise

Titan Sobellte’s deosion fo close shop indefinitely was met with dissppointment but fie
shock ry mony in the industry, wio soid compesition wes foo siff and the hundies oo lnrge
for the firm 1o overome.

"I's certuinly u blow 1o the industry, ” soid Tee-Come Bectronics Inc. Natioaal Soles M-
ager Bob Dolotows?i. “The programmers have mode it quite clear they only waat one
Esciombling] system.” Tee Comm hs long been of odds with 6,

Last week, amony industry deadess hod heard through the VRO gropevine that Titon
phanned fo stop production. Most said they wese more surgeised ot the aanouncerent's fim-
ing than the announcement itsell. Fitan appeased o be going full quns cf the SBEA Son
Diego showin Jonwory with onacuncements hat its authorization center wos complete, mod
ule pre-production vns begianing, and Hisee progremmers were fesiing the technalogy. '

"ljust had noide thor they wese thot dose to pulling the phig,” snid Turner Home Sofel
fite Inc. (THS) Vice President of Communicotions Alex Swan. Turmer's CNN Hoarllna News
begon testing the module early this month and was geting *foidy opimistic® results, sid
THS Executive Yice Paesifant Scott Weiss.

Marry snid Titon's Yoilurs to qarner big pregremmers Yike HBO Sotellite and Showtime
Safellte wos o blow From whiich the company could not recover. Salefiite Spasts Netwerks
Yice President and General Moneger Glenn Gurgiolo soid HBO's recent commetls belore the
Fedesal Communicotions Commission indicated Titen wos fighting an uphifl bottle; HOO wes
widely viewed s siding with Gl. “To heve anether madule, you need unsaimaus progronr |
ming. | theught they wookd succeed... unt the MBO fling,” Gurgiolo said

Several poople hesitated 1o gloce the onus of Titon's loike ¢n the industry's shoulders,
but many speaulated its clasing could be blumed, in part, on o lack of industry suppart. Con-
sumer Satelita Systerms Inc. coowner Mika Sthroeder soid programmess, some of whom
bowed fo gressure from GI, did net back Tisan. “1'm really surpased fhe programmers would
vt to gut the future of the indusiry in the hands of Generdl tasivment because Generl
Inshurnent has done just o misersble job,” said Schroeder, who s o fomer Gl distibuter,

Dolatewski also suspected 61 pressured the pragrammess. "It sounded very pokiical. GI
arcbobly hiod geapls it front of the progrenmers every doy.”

Schraeder suid one of his biggest concerns novr that Titan has pulled out, 3 the Tack of
compelition in she decoder modket, “If s indushry deesa’t hove o modste in the $150 to
190 price wnge, we're nok going ko be oble 1 compete with DirecTe”

SBCA President Chuck Hewitt said, "Wa‘ve ohweys supported compeiition nad segeet that
Yitan was unoble fo moke it. But the industey will huve to move an."

PrimeTime 24 President Juaet Foster soid, “Wa eally felt thet a compelitive morket was
hettex for the consumer ond hetter for the industry. More is always better than one.” Twe
members of Fitan's loosely femed dealer advisary coundl suid that while competition in the
module market would be nics, it is not necessory for a heolthy indusiry. Both Oonald Gantt
Ir., awner of Gulf Coost Electromics in Mobile, la., and Mike Massey, awner of Soiellite Giy
in Odessa, Texas, soid near technology would force G fo lower its modile price.

°1 Rhink comnpetifian is importens, { think thot we'li have competition in onather serse,”
Gont soith, Massey added that “seme of the problems we had becouse we didn't have conm-
pefition are not os bod o5 they onco wem.” :

Soid Showtime’s Suson Denison, "We would ba extremely disoppointed if 61 ook advan-
tage of this develapnient” by increnséng its pice.

Doltowski predicted Gl vall incesuse its price becouse nothing prevents it from deing so.
“When you hove o legalized manopoly, you con do-wont yowwant, I's o eo-competition, no-
win Stuation for anyane but G

‘ —jane B. Goodger




